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The purpose of this paper is to review and analyze prior literature that examine?reporting
earnings quality?and effect of Japanese main bank system and other shareholders may have on
it. The author introduces the empirical results by Kojima et al.?2017?among other research,
and points out that : Shareholding of the main bank improves earnings quality of its borrowing
firms through efficient monitoring. Second, shareholding of the main bank helps attenuate ad-
verse effect of foreign shareholding on earnings quality, indicating that the main bank can substi-
tute the role of foreign shareholders. Third, the effect of institutional, executive and dominant
shareholding on earnings quality disappears when the main bank injects equity, implying that the
monitoring role of the main bank is still effective in Japan’s contemporary financial condition.
Fourth, the role of the main bank remains significant when cross shareholding and stable share-
holding are also considered. The policy implication of the paper is that bank regulators should
consider relaxing the cap on equity ownership by the main bank in Japan to help improve report-
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